Return to Forage Crop Investigation files. 


FARMERS’ “4 
BULLETIN 9 =. 


follows 


Wasuineaton, D. C. 661 Aprin 24, 1915 


Contribution from the Bureau of Plant Industry, Wm. A. Taylor, Chief. 


A METHOD OF ANALYZING THE FARM BUSINESS. 


By E. H. De cei and H. M. Did, Scientific Assistant, 
Office of Farm Management. 


INTRODUCTION. 


_ This bulletin furnishes outlines of a method for analyzing the farm 

/ business to determine the investment, receipts, expenses, and labor 
income. Its purpose is to help the farmer understand the financial 
side of his business. Farmers have sometimes been unjustly criti- 
¢eized for knowing little about the business side of their work. The 

| fact is that they usually have the details sufficiently in mind, but 

they are not always able to summarize and bring them together into 
a concrete statement. 

In the work of the Office of Farm Management several thousand 
| farms have been studied by this method, the object being to analyze 
their operations from a business standpoint and theréby learn some 
| of the most important reasons for their success or failure. Experience 
shows that it is not possible to distinguish profitable farms by casual 

observation. Where a farmer is operating a large business, even a low 
Tate of interest without any wages for himself would bring in sufficient 
funds to give a prosperous appearance to the farm. But a farm can 
not properly be called successful unless it pays a fair rate of interest 
on the investment, returns fair wages for the farmer’s labor, and main- 
Mains at the same time the fertility of the soil. A better realization 
“of the fact that the farm is a complex business subject to certain 
“®eonomic laws is one of the greatest benefits to be derived from such 
a study as is outlined in this bulletin. 
| Farmers already know that the gain from a big business should be 
EI more than from a small one, that good cows are more profitable than 
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poor ones, and that good crops are more desirable than those which 
do not pay for harvesting. The real difficulty is that the farmer has 
had no convenient way of measuring just how good or how poor his 
business really was, i. e., he has had no way of measuring its efficiency. 
With the facts that are made available by such an analysis as is here 
provided, he can more readily find the strong and the weak points in 
his system of management and thus make improvements with some 
confidence in the results. 

The method of farm analysis given in this bulletin is that which 
has been used in the Office of Farm Management for a number of 
years in the study of the business of farming. Many of the items to 
be recorded may appear to be rough estimates, but those who under- 
take studies of this kind on a large scale will be surprised to find how 
intimately most farmers know the details of their business when it 
is analyzed into the elements that correspond to the terms in which 
the farmer thinks when studying his business. A farmer may not 
know offhand what his total farm income is, but he does know with 
considerable accuracy the facts necessary to determine this income. 
It is important also to remember that the final result of the analysis 
of a farm business is determined mainly by a few large items which 
the farmer does know quite accurately. Variations in the numerous 
small items are as likely to be above as below the correct values and 
hence tend to balance each other. A variation of a few dollars in the 
final result is not a matter of great importance and would not seri- 
ously affect the conclusions to be drawn as to the profitableness or 
unprofitableness of the farm business. 

The blanks used in this form of analysis will not only be useful to 
farmers in analyzing their own business, but will be especially help- 
ful to teachers in agricultural high schools, as well as to county agents 
and other extension workers. Teachers can furnish their students with 
copies and have each obtain a record of his own home farm. These 
records can then be summarized and thus furnish valuable information, 
not only to the teacher, but to the student as well, concerning the profit- 
ableness of the prevailing local types of farming. Farm-bureau men 
can hold farmers’ meetings at which each farmer will be furnished 
with a copy of the blank to figure out his own labor income. Later 
meetings may be devoted to a discussion of the results. Work of 
this kind will reveal the true status of the local agriculture, and 
show the real problems confronting the farmers. The information 
these blanks will give when filled out properly should lead to a helpful 
discussion of many problems in farm management. The blanks can 
also be filled in by individual farmers and sent to the State agricul- 
tural college or to the United States Department of Agriculture for 
suggestions regarding possible improvements in their system of oper- 
ation. Since more than one-third of the farms in this country are 
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operated by tenants, the blanks have been designed for use in ana- 
lyzing the business of a farm operated by either the owner or a tenant. 


FARM ACCOUNTS. 


In making a record of the farm business, the need of some accounts 
will be evident if the labor income is to be determined accurately. 
Studies covering a large number of farms show that farmers keep 
many of the more important records. Some men will need accounts 
on the amount expended for labor, others on the amount paid for 
feed, and others on the amount of crops marketed or eggs sold. 
A memorandum of such items will prove especially valuable when 
summarizing the year’s business. The problem of farm accounting 
is not a question of a particular kind of form or blank, but of knowing 
what accounts to keep and what use to make of them. This method 
of farm analysis will suggest such accounts as are needed. 


METHOD OF FARM ANALYSIS. 


The blank forms outlined on pages 17 to 26 have been prepared for 
use in determining the net income from the farm business. It is 
evident that the wide variation in the kinds of farming carried on in 
different parts of the country renders it impossible to devise a single 
set of blanks that will meet all conditions. The forms must therefore 
be general. For certain types of farming it will be necessary to 
insert items not printed in the blank forms. 


FARM YEAR. 


The period covered by such a record as is outlined in this bulletin 
is known as the farm year (blank form, p. 17). The date when this 
year begins varies from March 1 or April 1 in the Northern States to 
January 1 in the Southern States, and even to October 1 in some of 
the Western States. It corresponds to the date on which tenants 
change farms. 


FARM TENURE. 


For the purpose of this study a farm is understood to be all the 
land operated as one unit. It may consist of both owned and rented 
land, if all this area is operated by one set of machinery, horses, 
workmen, etc. In the case of a man owning two farms operated 
independently, each should be considered as a separate farm. As 
the blanks are designed for both tenant and owner farms, there are 
two columns under most headings. The operator is the person who 
lives on the farm and actually works it. Thus, if the owner works 
the farm he is the operator; but if the farm is rented the owner is the 
landlord and the tenant is the operator. A man owning one farm 
and renting additional land, all of which is operated as one farm, is 
classed as an owner operator. 
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FARM AREA. 


The item ‘‘Total acres operated”’ (blank form, p. 17), includes all 
the land operated as one farm; and the number of acres that are 
owned, share-rented, or cash-rented should be shown under the proper 
headings. The total area operated is separated into four divisions, 
namely, (1) acres in woods; (2) acres in roads, building lots, ete.; 
(3) acres in pasture, and (4) acres in crops. Where more than 
one crop is grown on the land during the year the acreage this crop 
used should be counted once only in arriving at the acres in crops. 


CROP RECORD. 


The blank form for the crop record isshown on pages 18 and19. Cer- 
tain crops which are not listed will be grown in many parts of the coun- 
try. These can easily be written in, using the blank spaces or the places 
of the names of crops not grown in the locality. Thesum of the acres 
in the several crops should equal the ‘‘ Acres in crops”’ shown on page 
17. If a-second crop is grown on a field during the year it is well 
to inclose its area in a circle, to save confusion when adding up the 
area in crops. Under sales all amounts sold from the farm or 
held for sale should be entered. Crops fed to live stock on the farm 
would not be counted as a sale. Crops on hand from the previous 
year which are held for sale need not be considered, as they do not 
belong to this year’s business, but crops on hand from the previous 
year held for feed must be considered under ‘‘Feed and supplies” 
(p. 24). 

On tenant farms, the tenant’s crop sales and crops held by him for 
sale are listed under the heading ‘‘Operator’s sales,’’ while the land- 
lord’s crop sales, including the crops held by him for sale, are 
placed under the heading ‘‘Landlord’s sales.” Where the landlord 
transfers his share of the crops to be fed on another farm, the 
value of these should be credited as a sale on the account of 
the farm from which they are removed. Where men own and operate 
their farms and rent additional land, the sales from the crops on 
their own farms and their share of those on the rented land come 
under the heading ‘‘Operator’s sales.”’ The ‘‘Landlord’s sales” 
columns should not be used except on share-rented farms and then 
only when the landlord’s income is desired. 


LIVE-STOCK RECORD. 


The blank form for the live-stock record is shown on pages 20 and 21. 
This needs very careful attention. It includes a record of the number 
and value of all live stock on hand at the beginning and at the end of 
the year, all sales and purchases made during the year, and the num- 
ber that died during the year. There will be a variation according 
to the number bought, sold, or raised. The number on hand at the 
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beginning of the year, plus the number purchased and the number 
raised, must equal the number on hand at the end of the year, plus 
the number sold and the number that have died. It often happens 
that the number of dairy cows is increased the second year by the 
addition of heifers which were counted as yearlings in the first 
inventory. In the same way spring calves which might not appear 
at all in the first inventory would be counted as yearlings at the end 
of the year. Again, the calves born and sold during the year will not 
appear in either inventory, but they will appear in the sales. This 
holds equally true for all the classes of live stock. In estimating the 
value of live stock, market values at the time should be used. On 
all farms except where the landlord owns a share of the live stock, the 
record is made under the heading ‘‘Operator’s stock.” 


LIVE-STOCK SUMMARY. 


The space under the heading ‘‘Live-stock summary”’ (p. 22) is for 
a concise statement of the live-stock enterprise. Add the total of the 
receipts from stock products, sales of live stock, and the inventory 
value of the live stock at the end of the year. From this sum subtract 
the amount paid for purchases plus the inventory value at the begin- 
ning of the year. The result will give the ‘‘Net increase” for the 


live-stock part of the farm business. 
RECEIPTS. 


Stock products.—The receipts from live-stock products, such as milk, 
butter, eggs, and wool, should be entered in the spaces of the first form 
on page 22. These include the value of all products sold from the 
farm. They do not include the value of milk, eggs, butter, or meat 
used in the farm home. If eggs or other products are exchanged for 
supplies, their value should be counted as a sale. 

Miscellaneous sources—Under ‘‘ Receipts, miscellaneous sources” 
(p. 22), such items as money received for teaming, machine work for 
neighbors, and the like are placed. If there is a tenant house on the 
farm which is rented to some person not connected with the farm, the 
rent from this should be considered a receipt, provided the value of 
this house is counted as a part of the farm real-estate value. Where 
a large quantity of lumber is sold during any one year, credit 
should be allowed for only the amount which would normally be sold 
each year. 

CURRENT EXPENSES. 

The items of farm expense will vary widely, according to the kind 
of farming followed and the region. The list of items given on page 
23 may not be complete for all farms, and important items should be 
written in if they are not listed. The third item, relating to board 
of both regular and extra help, includes the expense for its preparation 
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and that part of the board purchased, i. e., no expense for the part 
of the board that the farm furnishes should be charged against the 
farm. If such a charge is made, it is necessary to credit the farm 
with those products used in the farm living. This method would 
mean extra work and considerable estimating; hence, it is not believed 
desirable, particularly as the labor income will be the same in either 
case. The cost of preparation and the proportion of the board 
ordinarily purchased in the form of groceries, meats, etc., varies from 
one-third to two-thirds of the total value of the board. The value of 
unpaid family labor is counted as part of the farm expenses, the same 
as is hired labor. This refers to farm work only and not to household 
labor. -The value of the operator’s or farmer’s own labor should not 
be included. (See form on page 23 for this item.) The board charge- 
able for family labor is figured on the same basis as for hired labor. 
Labor expended in the construction of new buildings, tile drains, 
or other permanent improvements should be included with the 
expense for materials under the items ‘‘ New buildings,” ‘Tile drains,” 
etc. (p. 23), and should not be listed under the labor items at the top 
of the preceding form. The item of depreciation on fences is in- 
cluded in ‘‘Repair of fences” under ‘‘Current expenses” (p. 23). 


DEPRECIATION OF EQUIPMENT AND BUILDINGS. 


In addition to the current farm expenses there are certain other 
items, such as depreciation, which may be called fixed charges. These 
occur on all farms to a greater or less extent. Buildings may be 
constructed so that they will last for 100 years, or they may have 
to be rebuilt every 25 or 30 years. The life of machinery depends 
on the care given and the extent to which it is used. Although 
there is no appreciable expense each year, these buildings and 
machines eventually have to be replaced. It is proper that a pro- 
portionate share of this replacement cost should be charged against 
the farm each year; otherwise, whenever a new barn or dwelling is 
built the entire cost of this building would have to be charged against 
the business for that particular year. Depreciation charges, there- 
fore, are merely a method of uniformly distributing these costs over 
the period of years that they are in use. 

The annual depreciation on buildings will vary from less than 1 
per cent on very substantial stone or brick buildings to as high as 3 
or 4 per cent on frame buildings. The rate of depreciation on 
machinery will vary from 5 to 20 per cent, depending on the imple- 
ment and the way it is used. Probably from 7 to 12 per cent a year 
would be approximately correct for most farms. The amount of 
’ depreciation that should be charged each year as an expense (p. 23) 
is left to the judgment of the person making the record. No set rules 
can be given, as no two farms are exactly alike in this respect. 
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PERMANENT IMPROVEMENTS AND NEW EQUIPMENT. 


The spaces under the heading ‘‘ Improvements” are for enumerating 
the cost of new buildings, fences, tile drains, and machinery. In 
computing the farmer’s income it is not necessary to take expendi- 
tures for permanent improvements into account, because if they are 
included at all they appear both in the expense items and in the 
inventory items showing an increase and the entries cancel each other 
in the final calculations. The record of such improvements may there- 
fore be treated as a memorandum for future reference, but it is not 
to be used in calculating the year’s profits or losses. 


LIST OF MACHINERY. 


The blank form on page 24 is designed to cover all farm imple- 
ments. The value stated for each machine should be a fair price 
for it, according to its condition at the beginning of the farm year. 
This price should not represent what it might sell for, but its value 
compared with a new machine. New implements purchased during 
the season should be listed under ‘‘Improvements”’ (p. 23) and not 
under ‘‘Current expenses.”’ As the list of machinery is general, there 
will be some items of equipment on certain farms which are not 
given in this enumeration. These should be inserted at convenient 
places. 

FEED AND SUPPLIES. 


The quantity of feed and supplies on hand at the beginning and 
at the end of the year is important, as any increase or decrease in 
this represents a gain or loss (p. 24). This quantity will vary accord- 
ing to the time the farm year begins. Thus, if it begins on April 1, 
ordinarily only enough roughage or grain will be on hand to last until 
the new crops are harvested. As previously stated, grains or hay 
held for sale are not included with those held for feeding purposes. 
The reasons for accounting for these items of feed and supplies are 
that they form a part of the farm investment, and also represent 
an increased or decreased item of income in the year’s business. 


FARM CAPITAL. 


Farm capital, or farm investment, includes the total value of all 
land, buildings, live stock, tools, machinery, feed, supplies, and 
cash to run the business. The several steps to be observed in using 
the form shown on page 25 are given below: 

Real estate-—Under real estate is included the value of the land, 
buildings, fences, and water supply. Normal farm values should be 
used and not high speculative prices or assessed valuations. Using 
values that are too high or too low causes results which may look well 
on paper, but which are of no use to the owner. If the farm is mort- 
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gaged, no account of this should be taken, as the total farm invest- 
ment is wanted and not how much of it is actually owned. 

I’we stock.—For the item of live stock, the total inventory value of 
live stock at the beginning of the year should be transferred from 
page 22. 

Machinery.—The value of the farm machinery for the beginning of 
the year is brought forward from the total on page 24. 

Feed and supplies.—For the item of feed and supplies the total for 
the beginning of the year should be transferred from page 24. 

Cash.—The item of cash to run the farm varies widely on different 
farms. It should represent the average amount of money the farmer 
has on hand at all times during the year for the purpose of paying cur- 
rent expenses, in other words, the average of his checking account. 
On a dairy farm, this amount would be about equal to the milk or 
cream check. On a tobacco or cotton farm, where there is only one 
crop and no money coming in except at one time, it would mean a sum 
nearly equal to the entire year’s running expenses. The amount of 
cash necessary to run the business will range from $25 to $100 on 
most farms. 

The final step is to add together these five items, in order to obtain 
the total of the farm investment. 


FARM SUMMARY. 


The blank form on page 25 is for a summary of the farm business. 
The items for this summary are taken from the totals in the pre- 
ceding forms, as follows: 

Capital.—The total farm capital, from the form immediately pre- 
ceding, is the firstitem. This is the farm investment on which interest 
should be charged. 

Receipts.—Under receipts, enter these totals: Crop sales, from 
page 19; live stock net increase, from page 22; receipts, miscellaneous 
sources, from page 22; and the increase, if there is any, in feed and 
supplies, from page 24. The sum of these four groups represents the 
total of the farm receipts. 

Expenses.—Under expenses, enter these totals: Current expenses, 
from page 23; depreciation, from page 23; and decrease in feed and 
supplies, if any, as noted on page 24. The sum of these three groups 
represents the total farm expenses. 

Farm income.—Subtract the total expenses from the total receipts. 
This will give the net farm income, which is the money received for 
the use of the capital and pay for the operator’s labor. But capital 
has an earning power, which at least equals the current rate of interest 
on well-secured farm loans. Interest at this rate should be deducted. 

Labor income.—Subtracting the amount of this interest from the 
farm income gives the farmer’s labor income. 





A METHOD OF ANALYZING THE FARM BUSINESS. 


The labor income represents the amount of money the farmer has 
left after paying all business expenses of the farm and deducting 
interest on the money invested in the farm business. In addition to 
the labor income the farmer has the use of the farmhouse and the 
products that are furnished by the farm toward his living, such as 
fruit, garden vegetables, dairy products, and fuel. In other words, 
the labor income is comparable with a hired man’s wages when the 
hired man gets a house and garden and some farm products. 

The difference between receipts and expenses, or farm income, will 
not necessarily correspond to the money on hand or in the bank, as 
personal and living expenses have to be paid out of this amount. 
Furthermore, in the case of farmers having mortgages or other debts, 
the interest on these, as well as any principal paid, must come out 
of the farm income. Therefore, the record of the farm business may 
show a fairly large difference between the receipts and expenses, 
and yet the farmer may not have any money to show for it at the end 
of the year, owing to the fact that the funds have been spent for living 
or for personal uses or have been put into other investments, such as 
insurance and paying off the mortgage. The object of this record is 
to analyze the farm business; that is, to ascertain how much the 
farmer makes, not to determine how much he actually saves. Having 


learned what the farm is returning, the responsibility rests with the 
farmer as to how much he spends personally or uses in other ways. 


COMPARISON OF THE FARMER’S LABOR INCOME WITH THE SALARIES OF CITY MEN. 


The farmer’s labor income can not be compared with the salary 
that the city man receives. In the first place, the farmer’s business 
and home are very closely associated. There is a large proportion 
of his living for which the farmer does not have to pay cash. The 
value of house rent and the products contributed by the farm, such 
as garden vegetables, milk, etc., are important items for which the 
city man must pay out a large proportion of his income. Moreover, 
the farmer is not a mere laborer. He has money invested, and he is 
entitled to interest on his investment as well as pay for directing a 
business; whereas the city man who works for a salary places his 
funds in a residence or some other form of investment not associated 
with his work. The salaries city men receive look very large to the 
farmer, while the labor income that the farmer receives looks small 
to the city man when all these other factors are not given proper 
consideration. It may seem strange that a farmer with a small or 
even a minus labor income may still live comfortably. Even 2 or 3 
per cent on his investment, if the latter is sufficiently large, may 
represent a good living, particularly if the farmer is free from debt. 
On the other hand, if the farm income—that is, the difference between 
receipts and expenses—is a minus quantity, then the farmer must 
soon have other means of support. 
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10 
MEASURES OF FARM EFFICIENCY. 


There are certain factors on which the success of a farm business 
usually depends. From these it is usually possible to determine not 
only the good points in a system of farming, but also its deficiencies. 
The latter being known, the method of improving the system becomes 
evident. 

On a great majority of farms, success is primarily dependent on 
three important factors. These are (1) the size of the farm business; 
(2) the yields of the crops and the returns per animal, representing 
the quality of the farm business; and (3) the diversity of the business, 
Of course many other things have their influence, but the farmer 
whose business is efficient in these three respects is generally success- 
ful. Those farms that are excellent in none of these respects almost 
universally fail. Those deficient in one or two may succeed, but 
their chances of success are greatly lessened. 


SIZE OF THE FARM BUSINESS. 


There are three ways of measuring the size of the farm business: 
(1) The amount of capital invested, particularly working capital; 
(2) the area in crops; (3) the number of day’s labor required in the 
operation of the farm. The last measure is best, especially in com- 
paring different types of farming. Forty acres of truck and general 
crops may, under suitable conditions, equal a 200-acre farm devoted 
to grain and hay, both as to labor required and income received. 
There is reason to believe that more farmers have meager incomes 
because of the smallness of the business conducted than from any 
other cause. So many deceive themselves into thinking that their 
farms keep them busy the entire year, when, as a matter of fact, the 
actual results accomplished represent less than a half year’s work. 
An acre of hay normally requires 10 hours of man labor, or approxi- 
mately one day’s work for each cutting; an acre of wheat, 20 hours; 
an acre of potatoes, 80 to 110 hours; caring for and feeding a dairy 
cow, about 150 hours per year. Only about 250 to 275 days are 


actually available for productive work. Much time is lost in odds, 


and ends about the farm which take time but really count for little. 
A farmer may keep busy the whole year, but if he has accomplished 
during that time only such work as should normally be done in 200 
days his wages will be in proportion. Farming, just as any other 
business, will not pay for inefficient labor. Work that creates some- 
thing of value is what counts on the farm. 


WAYS OF INCREASING THE SIZE OF THE FARM BUSINESS. 


There are several ways of increasing the size of the farm business: 
(1) The buying or renting of more land. A man who owns a small 
area can often rent additional land which adjoins his farm. ‘This 
practice is followed by many farmers, especially in the Central States. 
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It permits the use of a larger area with comparatively little additional 
capital. More land gives more work and permits a better utilization 
of labor and equipment. 

(2) The growing of crops requiring more labor; that is, following a 
more intensive form of farming. A hundred acres devoted to corn, 
oats, wheat, etc., which would not be sufficient to keep two men busy, 
can easily be increased to a full 2-man farm by the addition of a’few 
acres of such crops as beets, potatoes, or fruit. The profitable 
production of these crops will depend on whether there is a market 
forthem. A great many persons have made the mistake of buying a 
small area, with the idea of following an intensive type of agriculture 
in localities where there is no market for the products of such farming. 
The fact that land is adapted to truck crops is not sufficient justifi- 
cation for attempting to grow them. There must be the possibility 
of disposing of the products at remunerative prices. 

(3) The putting of more labor on the same crops, as well as taking 
better care of the live stock. But it is easily possible to overdo the 
matter in this respect. In applying labor to any enterprise a point 
is reached beyond which it will not pay to go. 

(4) The addition of more live stock, even beyond the point where 
the farm itself will support them. This necessitates the purchase of 
feed and is a practice followed by a large number of dairy farmers in 
some of the Eastern States, where the nature of the land is such as 
to prohibit the raising of grain as cheaply as it can be bought. In 
using this method of increasing the size of the farm business only loss 
will result unless the additional animals are of high-producing quality. 
This is the one way open to many farmers whose business would 
otherwise be too small to give them a good living. The success of 
many farms is in large measure dependent upon the number of cows 
or live stock that can be kept. 

(5) The doing of outside work, such as teaming or working at 
lumbering during the winter. In many farming regions there is no 
opportunity for this source of income. 

No one realizes better than the farmer that as a rule no phenomenal 
profits can be expected, and persons going into farming as a business 
must remember this fact. Agriculture is a good life work; it will 
pay living wages and moderate returns on an investment, provided 
both capital and labor are wisely expended. Success is most difficult 
to attain, however, unless the farm business is large enough to permit 
the efficient use of both capital and labor. 


EFFICIENCY OF LABOR, 


Owing to the exceedingly diverse nature of farm operations there 
is abundant opportunity for inefficiency to enter into their perform- 
ance. In a factory with modern machinery a man is expected to 
do a certain amount of work. He is aided in doing this by standard 
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machinery, which in many instances sets the pace for him. On the 
farm it is different; there are but few standards of farm labor, few 
measures of how much work a man should do in a day. Generally 
the worker must be his own boss and must set his own pace. He 
must also work under most adverse weather conditions at certain 
times. It is perfectly evident that innumerable factors will influence 
the time required for most operations. They can not be standard- 
ized as work is in a factory. Some men are naturally slow and take 
twice as much time as others to do certain kinds of farm work, 
There has been considerable investigation of this subject, but not 
enough to give reliable standards of farm labor for all conditions, 
Table I gives approximate standards for average conditions for cer- 
tain classes of work. These, or such modifications of them as local 
experience may render advisable, may be used in working out the 
approximate amount of both man and horse labor required to operate 


a given farm. 


TABLE I.—Approximate work units needed for the production of crops and in caring for 
live stock, etc., a work unit being a 10-hour day of man or horse labor. 





Work units 
(10-hour days). 
Operation. 


Production of crops (per acre): 
— alfalfa, and clover hay, per cutting 
Oats, wheat, barley, rye, buckwheat, and millet 
Corn husked from standing stalks, corn-belt States 
Corn husked from shock. 
Corn for silo. 
Corn husked, Southern States 
Potatoes 


Apples. 

Caring for live stock (per year): 
Horses, corn-belt States 
Horses, Eastern States 
Dairy cows. 

Young stock, cattle, colts, etc 

Ten hogs, corn-belt States 

Ten hogs, Eastern States 

Ten brood sows and raising pigs to weaning 
100 ewes. 

100 chickens (well cared for) 


RECEIPTS FROM LIVE STOCK. 


The importance of having efficient live stock is well understood. 
By efficient animals is meant those that will more than pay for the 
cost of keeping. On the majority of farms, except in the Southem 
and certain of the Western States, more of the crops are fed to live 
stock than are sold direct. In fact, on many farms none of the feed- 
able crops are sold. The animals are then the market, and the price 
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they return for these crops is measured by their efficiency. The 
best of corn crops and hay count for little when sold to animals that 
return much below market prices for them. 


DIVERSITY OF FARM ENTERPRISES. 


In most cases where studies on the profits in farming have been 
made, particularly in our oldest agricultural districts, such studies 
indicate that the most successful farms are those which have from 
two to four major sources of income; i. e., they have a well-balanced 
and diversified business. In certain instances it may pay better to 
have only one enterprise, but usually when one crop pays much 
better than all others the production of it increases rapidly and 
soon the price falls to the point where other crops or products are 
equally as profitable. Diversified farming is often confused with 
farming where there is a little of everything and not much of any- 
thing. Either extreme lessens the chances of success. When the 
price of certain crops is very low then live stock usually becomes 
desirable. However, if the returns per animal are poor, cash crops 
even at a low price are essential. A well-balanced business insures 
against losses and provides a much better utilization of the labor and 
equipment. 








BLANKS FOR USE IN ANALYZING THE FARM 
BUSINESS AND DETERMINING THE 


FARM INCOME. 
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Farm AREA, 


Operator 


Landlord 


Acres share rented 


Acres in woods.....................-----Acres in roads, building lots, etc. ........ 
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Receipts From Stock Propvucts. 





Amount. Landlord. 


——_—_—_—_. 





Butter 
Creamery milk 
Market milk 








Lrve-Stock SuMMARY. 





Operator. Landlord. 


Stock products 
Stock sold 
Value of live stock at end of year 


Live stock purchased 
Value of live stock at beginning 











Amount. Operator. Landlord. 
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CURRENT EXPENSES. 





| Landlord. 





Regular hired labor 

Extra hired labor 

Board hired labor 

Family labor 

Board of family labor.............. 
Repair of machinery 

Repair of buildings 


- Total buildings. . 


Repair of fences 
Feed: Hay, silage, etc 
Feed: Grain and concentrates 


.-. of tenant house......... 


Feed grinding 
Silo filling 

Corn shredding 
Milk hauling 
Horseshoeing 





MnO TGON. ee eee ces ones 


Estimated value of farmer’s own labor. .... 
AF 


Value of dwelling 
Of other buildings ....... 


Veterinary 





Seed, planta; trode... 5.2... Sos 
Fertilizer, manure 
Boeky TATOO. 6.3 ioe l eee se 


BPA Oe 


Landlord. 


Operator. 


Bags, barrels, crates 
Cotton ginning 





Insurance 
Taxes on farm property 
Water tax 
Cash rent 





IMPROVEMENTS. 








Dwelling, .. per cent of value..... 
Other buildings, . . per cent of value) 
Machinery, .. per cent of value... 


New machinery. ............. 


Tile Grains .. = .:..2.5.: 








New buildings. . . . 
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List oF MACHINERY. 


Value at 





Heavy wagons Mowing machine... . 
Light wagons 

| Pleasure wagons. ... 
Sleighs Hayfork and stacker 
Walking plows Manure spreader. . .. 
| Sulky plows Corn shredder 

| Disk harrow Ensilage cutter 
Spike-tooth harrow... Corn sheller 
Spring-tooth harrow. Potato planter 
Potato sprayer 

| Weeder...........- Potato digger 

| Corn planter Orchard sprayer. . .. 


} 





1-horse cultivator. . . Gasoline engines... .| 





2 or 3 horse cultivator! | Dairy equipment. . .| 
Corn binder Poultry equipment. .| 
| Grain binder. ...... | | Evaporator 
| Grain drill 

Hay loader 














FEED AND Supp ttizs.! 


Beginning of farm year. End of farm year. 





Price. 

















Feed and supplies: Decrease Increase 
1 In case the landlord owns a share of the feed and moo. make the prose division when transferring 


tothe summary. If the total value of the feed and supplies on hand at the end of the year is greater thal 


at the beginning, the difference is an increase; if less, a decrease. 
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CAPITAL. 


Beginning of farm year. 


Operator. Landlord. 


MCRL CRAKG.(1)..7 ) ocx eo cncse cd ina ssi eucusloassnccas se tem emeee | 
MEMO HON (Ds 22) x 6 os56 sins os co ow sa dnsey Lp ete nies demeaanys 


MOP UINEE (0), 8). iia 5 scene cncedoecsaes jo oe ape ewsinewiny caer 
Feed and supplies (p. 24).......-..-.... Jesse ccccceceeeeweeme 


SUMMARY. 








Operator. | Landlord. 





Total. | Item. | Total. 





| 


Receipts from: 


Page 19; Crop salée.. 2.2.5 0.2. poet eae 


| | 
Page 22, Livestock, net increase.|.......-.. 


Page 22, Miscellaneous 


Page 24, Increase feed and sup- 
plies. 


Total receipts 
Expenses: 
age 2a, OUPPONGS . Msicacivn csc cfuse pee aces 


Page 23, Depreciation 
Page 24, Decrease in feed 


Total expenses 


Farm income 


Per cent re- 
ceived on 
invest- 
ment .... 


Interest on capital, ..per cent ! 


Farmer’s labor income 














1 Use current rate of interest on well-secured farm loans. 
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Some Tests or Farm Erricrency. 
Number of crop acres per work horse 
Number of months of man labor, including operator’s 
Number of man-labor years }..............----- 
Number of crop acres per man ? 
Percentage of total investment in real estate 
Investment in buildings per crop acre 
Number of animal units * 
Investment in barns per animal unit 
Number of productive man-work units + 
Number of productive man-work units per man 
Man-labor cost per productive work unit 5 
Net receipts per animal unit ® 


Value of feed consumed per animal unit * 


Milk receipts per cow 





1 Divide number of months of man labor by 12. This gives the number of man-labor years. 

2 Divide number of crop acres by number of man-labor years. 

3 In figuring the amount of live stock on the farm, it is necessary to have some basis for comparing the 
different kinds of animals. One horse, cow, or steer is equivalent to one animal unit; two head of young 
stock (of the above kinds) are counted as one animal unit; 7 sheep, 14 lambs, 5 hogs, 10 pigs, or 100 chickens 
are each counted as one animal unit. 

4In order to have a basis for computing the time required for different farm operations, a normal day’s 
labor of 10 hours is considered a work unit. See page 12 for table giving list of work units. 

5 Find the cost of all farm labor, including value of operator’s, and divide by the number of man-work 
units. 

6 Divide the net increase under live-stock summary (p. 22) by the number of animal units, not including 
work horses. 

7 Find the total at farm prices of the value of all crops fed, plus a charge for pasture, plus amount of 
feed bought, and plus or minus the difference in the feed inventory, and divide by the number of animal 


units. 
O 
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ARMING is an art. It is also a science. But 
above and including both, farming is a business 
and the successful farmer is a business man. The 
basic qualities of a manufacturer, a financier, and a 
salesman combined in one man are essential to the 
efficient and successful management of a going farm 
enterprise. 
Success on the farm primarily rests upon (1) the 
size of the business, (2) the quality of the business, 
and (3) the diversity of the business, just as the same 


factors, in perhaps slightly altered forms, underlie 
any commercial or industrial activities. 


With the facts that are made clear by a business 
analysis of the farm, as described in these pages, a 
farmer can find the weak points in his system of 
management and thus be enabled to make those im- 
provements which will produce the financial income 
needed for success. 
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BENEFITS OF AN ANALYSIS. 
HIS BULLETIN furnishes outlines of a method for analyzing 


the farm business to determine the investment, receipts, ex- 
penses, and labor income. Its purpose is to help the farmer under- 
stand the financial side of his business. Farmers have sometimes 
been unjustly criticized for knowing little about the business side 
of their work. The fact is that they usually have the details suffi- 
ciently in mind, but they are not always able to summarize and 
bring them together into a concrete statement. 

In the work of the Office of Farm Management several thousand 
farms have been studied by this method, the object being to analyze 
their operations from a business standpoint and thereby learn some 
of the most important reasons for their success or failure. Experience 
shows that it is not possible to distinguish profitable farms by casual 
observation. Where a farmer is operating a large business, even a low 
rate of interest without any wages for himself would bring in sufficient 
funds to give a prosperous appearance to the farm. But a farm can 
not properly be called successful unless it pays a fair rate of interest 
on the investment, returns fair wages for the farmer’s labor, and main- 
tains at the same time the fertility of the soil. A better realization 
of the fact that the farm is a complex business, subject to certain | 
economic laws, i is one of the greatest benefits to be derived from such™ 
a study as is outlined in this bulletin. 

Farmers already know that the gain from a big business should be 


more than from a small one, that good cows are more profitable than 
3 
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‘poor ones, and that good crops are more desirable than those which 
do not pay for harvesting. The real difficulty is that the farmer has 
had no convenient way of measuring just how good or how poor his 
business really was, i. e., he has had no way of measuring its efficiency. 
With the facts that are made available by such an analysis as is here 
provided, he can more readily find the strong and the weak points in 
his system of management and thus make improvements with some 
confidence in the results. 

The method of farm analysis given in this bulletin is that which 
has been used in the Office of Farm Management for a number of 
years in the study of the business of farming. Many of the items to 
be recorded may appear to be rough estimates, but those who under- 
take studies of this kind on a large scale will be surprised to find how 
intimately most farmers know the details of their business when it 
is analyzed into the elements that correspond to the terms in which 
the farmer thinks when studying his business. A farmer may not 
know offhand what his total farm income is, but he does know with 
considerable accuracy the facts necessary to determine this income. 
It is important also to remember that the final result of the analysis 
of a farm business is determined mainly by a few large items which 
the farmer does know quite accurately. Variations in the numerous 
small items are as likely to be above as below the correct values and 
hence tend to balance each other. A variation of a few dollars in the 
final result is not a matter of great importance and would not seri- 
ously affect the conclusions to be drawn as to the profitableness or 
unprofitableness of the farm business. 

The blanks used in this form of analysis will not only be useful to 
farmers in analyzing their own business, but will be especially help- 
ful to teachers in agricultural high schools, as well as to county agents 
and other extension workers. ‘Teachers can furnish their students with 
copies and have each obtain a record of his own home farm. These 
records can then be summarized and thus furnish valuable information, 
not only to the teacher, but to the student as well, concerning the profit- 
ableness of the prevailing local types of farming. Farm-bureau men 
can hold farmers’ meetings at which each farmer will be furnished 
with a copy of the blank to figure out his own labor income. Later 
meetings may be devoted to a discussion of the results. Work of 
this kind will reveal the true status of the local agriculture, and 
show the real problems confronting the farmers. The information 
these blanks will give when filled out properly should lead to a helpful 
discussion of many problems in farm management. The blanks can 
also be filled in by individual farmers and sent to the State agricul- 
tural college or to the United States Department of Agriculture for 
suggestions regarding possible improvements in their-system of oper- 
ation. Since more than one-third of the farms in this country are 
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operated by tenants, the blanks have been designed for use in ana- 
lyzing the business of a farm operated by either-the owner or a tenant. 


FARM ACCOUNTS. 


In making a record of the farm business, the need of some accounts 
will be evident if the labor income is to be determined accurately. 
Studies covering a large number of farms show that farmers keep 
many of the more important records. Some men will need accounts 
on the amount expended for labor, others on the amount paid for 
feed, and others on the amount of crops marketed or eggs sold. 
A memorandum of such items will prove especially valuable when 
summarizing the year’s business. The problem of farm accounting 
is not a question of a particular kind of form or blank, but of knowing 
what accounts to keep and what use to make of them. This method 
of farm analysis will suggest such accounts as are needed 


METHOD OF FARM ANALYSIS. 


The blank forms outlined on pages 19 to 28 have been prepared for 
use in determining the net income from the farm business. It is 
evident that the wide variation in the kinds of farming carried on in 
different parts of the country renders it impossible to devise a single 
set of blanks that will meet all conditions. The forms must therefore 
‘be general. For certain types of farming it will be necessary to 
insert items not printed in the blank forms. 


FARM YEAR. 


The period covered by such a record as is outlined in this bulletin 
is known as the farm year (blank form, p. 19). The date when this 
year begins varies from March 1 or April 1 in the Northern States to 
January 1 in the Southern States, and even to October 1 in some of 
the Western States. It corresponds to the date on which tenants will 
ordinarily change farms. 


FARM TENURE. 


For the purpose of this study a farm is understood to be all the 
land operated as one unit. It may consist of both owned and rented 
land, if all this area is operated by one set of machinery, horses, 
workmen, etc. In the case of a man owning two farms operated 
independently, each should be considered as a separate farm. As 
the blanks are designed for both tenant and owner farms, there are 
two columns under most headings. The operator is the person who 
lives on the farm and actually works it. Thus, if the owner works 
the farm he is the operator; but if the farm is rented the owner is the 
landlord and the tenant is the operator. A man owning one farm 
and renting additional land, all of which is operated as one farm, is 
classed as an owner operator. 
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FARM AREA. 


The item “Total acres operated” (blank form, p. 19), includes all 
the land operated as one farm; and the number of acres that are 
owned, share-rented, or cash-rented should be shown under the proper 
headings. The total area operated is separated into five divisions, 
namely, (1) acres in crops; (2) acres in tillable pasture; (3) acres in 
untillable pasture; (4) acres in woods; and (5) acres in roads, build- 
ing lots, ete. Where more than one crop is grown on the land during 
the year the acreage this crop used should be counted once only in 
arriving at the acres in crops. 


CROP RECORD. 


The blank form for the crop record is shown on pages 20 and 21. Cer- 
tain crops which are not listed will b2 grown in many parts of the coun- 
try. These can easily be written in, using the blank spaces or the places 
of the names of crops not grown in the locality. Thesum of the acres 
in the several crops should equal the ‘‘ Acres in crops’’ shown on page 
19. If asecond crop is grown on a field during the year it is well 
to inclose its area in a circle, to save confusion when adding up the 
area in crops. Under sales all amounts sold from the farm or 
held for sale should be entered. Crops fed to live stock on the farm 
would not be counted as a sale. Crops on hand from the previous 
year which are held for sale need not be considered, as they do not 
belong to this year’s business, but crops on hand from the previous 
year held for feed must be considered under ‘‘Feed and supplies” 
(p. 26). 

On tenant farms, the tenant’s crop sales and crops held by him for 
sale are listed under the heading ‘‘Operator’s sales,” while the land- 
lord’s crop sales, including the crops held by him for sale, are 
placed under the heading ‘‘Landlord’s sales.” Where the landlord 
transfers his share of the crops to be fed on another farm, the 
value of these should be credited as a sale on the account of 
the farm from which they areremoved. Where men own and operate 
their farms and rent additional land, the sales from the crops on 
their own farms and their share of those on the rented land come 
under the heading ‘‘Operator’s sales.’”’ The ‘‘Landlord’s sales” 
columns should not be used except on share-rented farms and then 
only when the landlord’s income is desired. 


LIVE-STOCK RECORD. 


_ The blank form for the live-stock record is shown on pages 22 and 23. 


This needs very careful attention. It includes a record of the number 
and value of all live stock on hand at the beginning and at the end of 
the year, all sales and purchases made during the year, and the num- 
ber that died during the year. There will be a variation according 
to the number bought, sold, or raised. The number on hand at the 
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beginning of the year, plus the number purchased and the number 
raised, must equal the number on hand at the‘end of the year, plus 
the number sold and the number that have died. It often happens 
that the number of dairy cows is incre@sed the second year by the 
addition of heifers which were counted as yearlings in the first 
inventory. In the same way spring calves which might not appear 
at all in the first inventory would be counted as yearlings at the end 
of the year. Again, the calves born and sold during the year will not 
appear in either inventory, but they will appear in the sales. This 
holds equally true for all the classes of live stock. In estimating the 
value of live stock, market values at the time should be used. On 
all farms except where the landlord owns a share of the live stock, the 
record is made under the heading ‘‘Operator’s stock.” 


LIVE-STOCK SUMMARY. 


The space under the heading ‘‘Live-stock summary”’ (p. 24) is for 
a concise statement of the live-stock enterprise. Add the total of the 
receipts from stock products, sales of live stock, and the inventory 
value of the live stock at the end of the year. From this sum subtract 
the amount paid for purchases plus the inventory value at the begin- 
ning of the year. The result will give the ‘‘Net increase” for the 


live-stock part of the farm business. 
RECEIPTS. 


Stock products.—The receipts from live-stock products, such as milk, 
butter, eggs, and wool, should be entered in the spaces of the first form 
on page 24. These include the value of all products sold from the 
farm. They do not include the value of milk, eggs, butter, gr meat 
used in the farm home. If eggs or other products are exchanged for 
supplies, their value should be counted as a sale. 

Miscellaneous sources.—Under ‘‘Receipts, miscellaneous sources” 
(p. 24), such items as money received for teaming, machine work for 
neighbors, and the like are placed. If there is a tenant house on the 
farm which is rented to some person not connected with the farm, the 
rent from this should be considered a receipt, provided the value of 
this house is counted as a part of the farm real-estate value. Where 
a large quantity of lumber is sold during any one year, credit 
should be allowed for only the amount which would normally be sold 
each year. 

CURRENT EXPENSES. 

The items of farm expense will vary widely, according to the kind 
of farming followed and the region. The list of items given on page 
25 may not be complete for all farms, and important items should be 
written in if they are not listed. The third item, relating to board 
of both regular and extra help, includes the expense for its preparation 
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and that part of the board purchased, i. e., no expense for the part. 
of the board that the farm furnishes should be charged against the 
farm. If such a charge is made, it is necessary to credit the farm 
with those products used in the farm living. This method would 
mean extra work and considerable estimating; hence, it is not believed 
desirable, particularly as the labor income will be the same in either 
case. The cost of preparation and the proportion of the board 
ordinarily purchased in the form of groceries, meats, etc., varies from 
one-third to two-thirds of the total value of the board. The value of 
unpaid family labor is counted as part of the farm expenses, the same 
as is hired labor. This refers to farm work only and not to household 
labor. The value of the operator’s or farmer’s own labor should not 
be included. (See form on page 25 for this item.) The board charge- 
able for family labor is figured on the same basis as for hired labor. 
Labor expended in the construction of new buildings, tile drains, 
or other permanent improvements should be included with the 
expense for materials under the items ‘‘ New buildings,” ‘‘Tile drains,” 
etc. (p. 25), and should not be listed under the labor items at the top 
of the preceding form. The item of depreciation on fences is in- 
cluded in ‘‘Repair of fences” under “Current expenses” (p. 25). 


DEPRECIATION OF -EQUIPMENT AND BUILDINGS. 


In addition to the current farm expenses there are certain other 
items, such as depreciation, which may be called fixed charges. These 
occur on all farms to a greater or less extent. Buildings may be 
constructed so that they will last for 100 years, or they may have 
to be rebuilt every 25 or 30 years. The life of machinery depends 
on the care given and the extent to which it is used. Although 
there is no appreciable expense each year, these buildings and 
machines eventually have to be replaced. It is proper that a pro- 
portionate share of this replacement cost should be charged against 
the farm each year; otherwise, whenever a new barn or dwelling is 
built the entire cost of this building would have to be charged against 
the business for that particular year. Depreciation charges, there- 
fore, are merely a method of uniformly distributing these costs over 


.the period of years that they are in use. 


The annual depreciation on buildings will vary from less than 1 
per cent on very substantial stone or brick buildings to as high as 3 
or 4 per cent on frame buildings. The rate of depreciation on 
machinery will vary from 5 to 20 per cent, depending on the imple- 
ment and the way itis used. Probably from 7 to 12 per cent a year 
would be approximately correct for most farms. The amount of 
depreciation that should be charged each year as an expense (p. 25) 
is left to the judgment of the farmer. No set rules can be given, as 
no two farms are exactly alike in this respect. 
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PERMANENT IMPROVEMENTS AND NEW EQUIPMENT. 


The spaces under the heading ‘“ Improvements and new equip- 
ment’’ are for enumerating the cost of new buildings, fences, tile 
drains, and machinery. In computing the farmer’s income it is not 
necessary to take expenditures for permanent improvements into 
account, because if they are included at all they appear both in the 
expense items and in the inventory items showing an increase and 
the entries cancel each other in the final calculations. The record 
of such improvements may therefore be treated as a memorandum 
for future reference, but it is not to be used in calculating the year’s 


profits or losses. 
LIST OF MACHINERY. 


The blank form on page 26 is designed to cover all farm imple- 
ments. The value stated for each machine should be a fair price 
for it, according to its condition at the beginning of the farm year. 
This price should not represent what it might sell for, but its value 
compared with a new machine. New implements purchased during 
the season should be listed under ‘‘Improvements and new equip- 
ment,” (p. 25) and not under ‘Current expenses.’’ As the list of 
machinery is general, there will be some items of equipment on cer- 
tain farms which are not given in this enumeration. These should 
be inserted at convenient places. 


FEED AND SUPPLIES. 


The quantity of feed and supplies on hand at the beginning and 
at the end of the year is important, as any increase or decrease in 
this represents a gain or loss (p. 26). This quantity will vary accord- 
ing to the time the farm year begins. Thus, if it begins on April 1, 
ordinarily only enough roughage or grain will be on hand to last until 
the new crops are harvested. As previously stated, grains or hay 
held for sale are not included with those held for feeding purposes. 
The reasons for accounting for these items of feed and supplies are 
that they form a part of the farm investment, and also represent 
an increased or decreased item of income in the year’s business. 


FARM CAPITAL. 


Farm capital, or farm investment, includes the total value of all 
land, buildings, live stock, tools, machinery, feed, supplies, and 
cash to run the business. The several steps to be observed in using 
the form shown on page 27 are given below: 

Real estate—Under real estate is included the value of the land, 
buildings, fences, and water supply. Normal farm values should be 
used and not high speculative prices or assessed valuations. Using 
values that are too high or too low causes results which may look well 
on paper, but which are of no use to the owner. If the farm is mort- 
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gaged, no account of this should be taken, as the total farm invest- 
ment is wanted and. not how much of it is actually owned. 

Live stock.—For the item of live stock, the total inventory value of 
live stock at the beginning of the year should be transferred from 
page 24. 

Machinery.—The value of the farm machinery for the beginning of 
the year is brought forward from the total on page 26. 

Feed and supplies.—For the item of feed and supplies the total for 
the beginning of the year should be transferred from page 26. 

Cash.—The item of cash to run the farm varies widely on different 
farms. It should represent the average amount of money the farmer 
has on hand at all times during the year for the purpose of paying cur- 
rent expenses; in other words, the average of his checking account 
above that used for personal and household expenses. On a dairy 
farm this amount would be about equal to the milk or cream check. 
On a tobacco or cotton farm, where there is only one crop and no 
money coming in. except at one time, it would mean a sum nearly 
equal to the entire year’s running expenses. The amount of cash 
necessary to run the business will range from $25 to $100 on most 
farms. 

The final step is to add together these five items, in order to obtain 
the total of the farm investment. 


FARM SUMMARY. 


The blank form on page 27 is for a summary of the farm business. 
The items for this summary are taken from the totals in the pre- 
ceding forms, as follows: 

Capital. —The total farm capital, from the form immediately pre- 
ceding, is the firstitem. Thisis the farm investment on which interest 
should be charged. 

Receipts.—Under receipts, enter these totals: Crop sales, from 
page 21; live stock net increase, from page 24; ; receipts, miscellaneous 
sources, from page 24; and the increase, if there i is any, in feed and 
supplies, from page 26. The sum of these four groups represents the 
total of the farm receipts. 

Expenses.—Under expenses, enter these totals: Current expenses, 
from page 25; depreciation, from page 25; and decrease in feed and 
supplies, if any, as noted on page 26. The sum of these three groups 
represents the total farm expenses. 

Farm income.—Subtract the total expenses from the total receipts. 
This will give the net farm income, which is the money received for 
the use of the capital and pay for the operator’s labor. But capital 
has an earning power which at least equals the current rate of interest 
on well-secured farm loans. Interest at this rate should be deducted. _ 

Labor income.—Subtracting the amount of this interest from the 
farm income gives the farmer’s labor income. 
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The labor income represents the amount of money the farmer has 
left after paying all business expenses of the farm and deducting 
interest on the money invested in the farm business. In addition to 
the labor income the farmer has the use of the farmhouse and the 
products that are furnished by the farm toward his living, such as 
fruit, garden vegetables, dairy products, and fuel. In other words, 
the labor income is comparable with a hired man’s wages when the 
hired man gets a house and garden and some farm products. 

The difference between receipts and expenses, or farm income, will 
not necessarily correspond to the money on hand or in the bank, as 
personal and living expenses have to be paid out of this amount. 
Furthermore, in the case of farmers having mortgages or other debts, 
the interest on these, as well as any principal paid, must come out 
of the farm income. Therefore, the record of the farm business may 
show a fairly large difference between the receipts and expenses, 
and yet the farmer may not have any money to show for it at the end 
of the year, owing to the fact that the funds have been spent for living 
or for personal uses or have been put into other investments, such as 
insurance and paying off the mortgage. The object of this record is 
to analyze the farm business; that is, to ascertain how much the 
farmer makes, not to determine how much he actually saves. Having 


learned what the farm is returning, the responsibility rests with the 
farmer as to how much he spends personally or uses in other ways. 


COMPARISON OF THE FARMER’S LABOR INCOME WITH THE SALARIES OF CITY MEN. 


The farmer’s labor income can not be compared with the salary 
that the city man receives. In the first place, the farmer’s business 
and home are very closely associated. There is a large proportion 
of his living for which the farmer does not have to pay cash. The 
value of house rent and the products contributed by the farm, such 
as garden vegetables, milk, etc., are important items for which the 
city man must pay out a large proportion of his income. Moreover, 
the farmer is not a mere laborer. He has money invested, and he is 
entitled to interest on his investment as well as pay for directing a 
business; whereas the city man who works for a salary places his 
funds in a residence or some other form of investment not associated 
with his work. The salaries city men receive look very large to the 
farmer, while the labor income that the farmer receives looks small 
to the city man when all these other factors are not given proper 
consideration. It may seem strange that a farmer with a small or 
even a minus labor income may still live comfortably. Even 2 or 3 
per cent on his investment, if the latter is sufficiently large, may 
represent a good living, particularly if the farmer is free from debt. 
On the other hand, if the farm income—that is, the difference between 
recejpts and expenses—is a minus quantity, then the farmer must 
soon have other means of support. 
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MEASURES OF FARM EFFICIENCY. 


There are certain factors on which the success of a farm business 
usually depends. From these it is usually possible to determine not 
only the good points in a system of farming, but also its deficiencies, 
The latter beg known, the method of improving the system becomes 
evident. 

On a great majority of farms, success is primarily dependent on 
three important factors. These are (1) the size of the farm business; 
(2) the yields of the crops and the returns per animal, representing 
the quality of the farm business; and (3) the diversity of the business, 
Of course many other things have their influence, but the farmer 
whose: business is efficient in these three respects is generally success- 
ful. Those farms that are excellent in none of these respects almost 
universally fail. Those deficient in one or two may succeed, but 
their chances of success are greatly lessened. 


SIZE OF THE FARM BUSINESS. 


There are three ways of measuring the size of the farm business: 
(1) The amount of capital invested, particularly working capital; 
(2) the area in crops; (3) the number of day’s labor required in the 
operation of the farm. The last measure is best, especially in com- 
paring different types of farming. Forty acres of truck and general 
crops may, under suitable conditions, equal a 200-acre farm devoted 
to grain and hay, both as to labor required and income received. 

There is reason to believe that more farmers have meager incomes 
because of the smallness of the business conducted than from any 
other cause. So many deceive themselves into thinking that their 
farms keep them busy the entire year, when, as a matter of fact, the 
actual results accomplished represent less than a half year’s work. 
An acre of hay normally requires 10 hours of man labor, or approxi- 
mately one day’s work for each cutting; an acre of wheat, 20 hours; 
an acre of potatoes, 80 to 110 hours; caring for and feeding a dairy 
cow, about 150 hours per year. Only about 250 to 275 days are 
actually available for productive work. Much time is lost in odds 
and ends about the farm which take time but really count for little. 
A farmer may keep busy the whole year, but if he has accomplished 
during that time only such work as should normally be done in 200 
days his wages will be in proportion. Farming, just as any other 
business, will not pay for inefficient labor. Work that creates some- 
thing of value is what counts on the farm. 


WAYS OF INCREASING THE SIZE OF THE FARM BUSINESS. 


There are several ways of increasing the size of the farm business: 

(1) The buying or renting of more land. A man who owns a small 
area can often rent additional land which adjoins his farm. This 
practice is followed by many farmers, especially in the Central States. 
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It permits the use of a larger area with comparatively little additional 
capital. More land gives more work and permits a better utilization 
of labor and equipment. 

(2) The growing of crops requiring more labor; that is, following a 
more intensive form of farming. A hundred acres devoted to corn, 
oats, wheat, etc., which would not be sufficient to keep two men busy, 
can easily be increased to a full 2-man farm by the addition of a few 
acres of such crops as beets, potatoes, or fruit. The profitable 
production of these crops will depend on whether there is a market 
forthem. A great many persons have made the mistake of buying a 
small area, with the idea of following an intensive type of agriculture 
in localities where there is no market for the products of such farming. 
The fact that land is adapted to truck crops is not sufficient justifi- 
cation for attempting to grow them. There must be the possibility 
of disposing of the products at remunerative prices. 

(3) The putting of more labor on the same crops, as well as taking 
better care of the live stock. But it is easily possible to overdo the 
matter in this respect. In applying labor to any enterprise a point 
is reached beyond which it will not pay to go. 

(4) The addition of more live stock, even beyond the point where 
the farm itself will support thom. This necessitates the purchase of 
feed and is a practice followed by a large number of dairy farmers in 
some of the Eastern States, where the nature of the land is such as 
to prohibit the raising of grain as cheaply as it can be bought. In 
using this method of increasing the size of the farm business only loss 
will result unless the additional animals are of high-producing quality. 
This is the one way open to many farmers whose business would 
otherwise be too small to give them a good living. The success of 
- many farms is in large measure dependent upon the number of cows 
or live stock that can be kept. 

(5) The doing of outside work, such as teaming or working at 
lumbering during the winter. In many farming regions there is no 
opportunity for this source of income. . 

No one realizes better than the farmer that as a rule no phenomenal 
profits can be expected, and persons going into farming as a business 
must remember this fact. Agriculture is a good life work; it will 
pay living wages and moderate returns on an investment, provided 
both capital and labor are wisely expended. Success is most difficult 
to attain, however, unless the farm business is large enough to permit 
the efficient use of both capital and labor. 


EFFICIENCY OF LABOR. 


Owing to the exceedingly diverse nature of farm operations there 
is abundant opportunity for inefficiency to enter into their perform- 
ance. In a factory with modern machinery a man is expected to 
do a certain amount of work. He is aided in doing this by standard 





‘tae Fal eA a 


14 FARMERS’ BULLETIN 661. 


machinery, which in many instances sets the pace for him. On the 
farm it is different; there. are but few standards of farm labor, few 
measures of how much work a man should do in a day. Generally 
the worker must be his own boss and must set his own pace. He 
must also work under most adverse weather conditions at certain 
times. It is perfectly evident that innumerable factors will influence 
the time required for most operations. They can not be standard- 
ized as work is in a factory. Some men are naturally slow and take 
twice as much time as others to do certain kinds of farm work. 
There bas been considerable investigation of this subject, but not 
enough to give reliable standards of farm labor for all conditions, 
Table I gives approximate standards for average conditions for cer- 
tain classes of work. These, or such modifications of them as local 
experience may render advisable, may be used in working out the 
approximate amount of both man and horse labor required to operate 


a given farm. 


TasLe 1.—Approximate work units needed for the production of crops and in caring for 
live stock, etc., a work unit being a 10-hour day of man or horse labor. 


Work units 
(10-hour days). 


Operation. 
Horse. 


Production of crops (per acre): 
Timothy, alfalfa, and clover hay, per cutting 
Oats, waeat, barley, rye buckwheat, DR RMN sss pe nes a's 065 0 ath ninhk eee oe 
Corn ‘husked from standing stalks, corn-belt States 


tet 
eo 


- _ 
Howe Dw SOS e woman 


Corn husked, Southern States. 
Potatoes.............. Sa stocds 


~ wo 


> 
° 


Sugar beets 
Melons 


Dairy cows. 

Young stock, cattle, colts, etc. 

Ten hogs, corn-belt States. .... 

Ten hogs, Eastern States 

Ten brood sows and raising pigs to weaning 


100 chickens (well cared for) 


1 Does not include contract labor. 


RECEIPTS FRQM LIVE STOCE. 


The importance of having efficient live stock is well understood. 
By efficient animals is meant those that will more than pay for the 
cost of keeping. On the majority of farms, except in the Southern 
and certain of the Western States, more of the crops are fed to live 
stock than are sold direct. In fact, on many farms none of the feed- 
able crops are sold. The animals are then the market, and the price 
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they return for these crops is measured by their efficiency. The 
best of corn crops and hay count for little when sold to animals that 
return much below market prices for them. 


DIVERSITY OF FARM ENTERPRISES. 


In most cases where studies on the profits in farming have been 
made, particularly in our oldest agricultural districts, such studies 
indicate that the most successful farms are those which have from 
two to four major sources of income; i. e., they have a well-balanced 
and diversified business. In certain instances it may pay better to 
have only one enterprise, but usually when one crop pays much 
better than all others the production of it increases rapidly and 
soon the price falls to the point where other crops or products are 
equally as profitable. Diversified farming is often confused with 
farming where there is a little of everything and not much of any- 
thing. Either extreme lessens the chances of success. When the 
price of certain crops is very low then live stock usually becomes 
desirable. However, if the returns per animal are poor, cash crops 
even at a low price are essential. A well-balanced business insures 
against losses and provides a much better utilization of the labor and 
equipment. 
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BLANKS FOR USE IN ANALYZING THE FARM 
BUSINESS AND DETERMINING THE 


FARM INCOME. 
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Farm AREA. 
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ERTIES oo ota 935 HO oe melee’ eire aareaes Milesto maileead): =. < <5. den SS eee 
SXOMIDR Ss owas coed 5 oon rigree ee teee io ri oer Pe a ae 
ROMER io. 0 8taie cine a omnia aloes ACTORS OIODE: 55. o3325. aoe 
Mewes easy TOMED 65 2505506 oe Bac esa dels Acres in tillable pasture.................- 
ACROS SHON TONER. .. 2S ge te Acres in untillable pasture................ 
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ReEcErPts FROM Stock Propucts. 





Amount. | ice. Landlord. 


| 
| 
| 


| 


Live-Stock SuMMARY. 


Landlord. 


Stock products 
UMOONN 5Gn. ods aoe aos 
Value of live stock at end of year 


Live stock purchased 
Value of live stock at beginning 


Live stock, net increase 





Operator. Landlord. 





Machine work 

Cash rent for 

PUR UU PRAIA «2's 5 cos aa ak nlcinwin x Moi. Ge a oe Bo 
Sirup and sugar 

Lumber, posts, etc 
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CuRRENT EXPENSES. 


Regular hired labor 

Extra hired labor 

Board hired labor 

PATO RDO nis so sa sa tee 

Board of family labor 

Repair of machinery 

EPIL OF MOUBG! sia: < ct Snw pias salons Hes leashes 


. of tenant house........ 
Total buildings 


Repair of fences 
Feed: Hay, silage, ete 
Feed: Grain and concentrates....J.......... 





Feed grinding 

Silo filling and corn shredding 
Milk hauling 

Horseshoeing 

Breeding fees 


Estimated value of farmer’s own labor....................... 


Value of dwelling ......... 
Of other buildings 


Veterinary 


| 
| 


Seed, plants, trees..............- 


POM cs cone ty nl eal 's oO mica cee aod 
Thrashing 
Baling 


Landlord. 


Machine work hired 

Fuel and oil for farm work 

Bags, barrels, crates. .......-....- 
Cotton ginning 

Insurance 

Taxes on farm property 

Water tax 

Cash rent 








DEPRECIATION ON EQUIPMENT AND BUILDINGS. 


IMPROVEMENTS AND NEW EQUIPMENT. 


Dwelling, .. per cent of value 
Other buildings, . . per cent of value 
Machinery, .. 


New machinery........... 


New buildings. . 
TUS GTAINS. .. 6a..¥--s 
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List or MACHINERY. 


Value at Value at 
—— be Kind. bageaing 
of year. of year. 





| Heavy wagons Mowing machine....|............ 
TAGHU WAGOIRS «050 afc 5 2555.0". 

Buggies, carriages. ..|..........-- 

IAMBNINSE eS doiatsac cde ciekct we ese Hayfork and stacker 
Walking plows...... | ie Rsias’ eeckitwewes Manure spreader. . . . 
PUIEV ONE. 12 oo ec gee eevee Corn shredder 

PRIME ROW sooo = acho hs ois enas' eyes 

Spike-tooth harrow..|......-..... 

Spring-tooth harrow.|...........- 

MOP 9 8s cc lracis wel ol ss sic's ce melee sie Potato sprayer... ... | 
MBER. oxo cc ccahe bocelevenes tans | Potato digger 

} Commaplanter: ....5-. cfs 2 sss esse | Orchard sprayer. . .. 
1-horse cultivator. ..}......-..... | Gasoline engines. . . . 
2 or 3 horse cultivator|............ | | Dairy equipment. .. 
CR MIN 65s sdacvhes Koocdecens | Poultry equipment. .| 
GARNI DINGO... o.0c sions c1co5s~s8 Ns acsiee | Evaporator 

[ AaRREIE MMESEL  ocsied so sfc occetecosig 30 TI BPHGRG 6s 0550 2a = 








FEED AND SuppLizs.! 


Beginning of farm year. End of farm year. 


Price. Value. Amount. Price. 


Other supplies. ..!.......... 








Feed and supplies: Decrease 


1 In case the landlord owns a share of the feed and Ne, make the pe division when transferring 
to thesummary. Ifthe total value of the feed and supplies on hand at the end of the year is greater tha 
at the beginning, the difference is an increase; if less, a decrease. 
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CAPITAL. 





Beginning of farm year. 


Operator. Landlord. 


Real estate (p. 9) 
Live stock (p. 24) 
Machinery (p. 26) 


Feed and supplies (p. 26) 


Total. 


Capital 

Receipts from: 
Page 19, Crop sales 
Page 22, Livestock, net increase. 
Page 22, Miscellaneous 


Page 24, Increase feed and sup- 
plies. 
Total receipts 
Expenses: 
Pago 23, Coment::. -.......5.- 





} 
| 


Page 23, Depreciation..........|...-...- i 
Page 24, Decrease in feed 


Total expenses 


CUE er aN ee a cn es Rai od 


Interest on capital, ..per cent ! | Percent re- 
' ceived on 


invest- 
ment .... (ROS EU 


Farmer’s labor income 
| 


1 Use current rate of interest on well-secured farm loans. 
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Some Tests oF Farm Erriciency. 


Number of man-labor years !....... 


Number of. crop acres per.man 7... ..... 2.60. eee 
Percentage of total investment in real estate 


Investment in buildings per crop acre 


Rk lh ot 


z 
A Sd 


See ee 


Number of animal units * 
Investment in barns per animal unit 


Number of productive man-work units *..................2.--22--2---- 


{ 


Number of productive man-work units per man.........--.-- 


ames 


Man-labor cost per productive work unit °................----. 


Net receipts per animal unit ° 


o~ 


~a 


Value of feed consumed per animal unit ’..............--.---.-.------- 


_— 


Milk receipts per cow 

1 Divide number of months of man labor by 12. This gives the number of man-labor years. 

2 Divide number of crop acres by number of man-labor years. 

*In figuring the amount of live stock on the farm, it is necessary to have some basis for comparing the 
different kinds of animals. One horse, cow, or steer is equivalent to one animal unit; two head of young 
stock (of the above kinds) are counted as one animal unit; 7 sheep, 14 lambs, 5 hogs, 10 pigs, or 100 chickens 
are each counted as one animal unit. 

4In order to have a basis for computing the time required for different farm operations, a normal day’s 
labor of 10 hours is considered a work unit. See page 12 for table giving list of work units. 

6 Find the cost of all farm labor, including value of operator’s, and divide by the number of man-work 
units. 

§ Divide the net increase under live-stock summary (p. 22) by the number of animal units, not including 
work horses. 

7 Find the total at farm prices of the value of all crops fed, plus a charge for pasture, plus amount of 
feed bought, and plus or minus the difference in the feed inventory, and divide by the number of animal 


units. 
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ARMING is an art. It is also a science. But 
above and including both, farming is a business 
and the successful farmer is a business man. The 
basic qualities of a manufacturer, a financier, and a 
salesman combined in one man are essential to the 
efficient and successful management of a going farm 
enterprise. 


Success on the farm primarily rests upon (1) the 
size of the business, (2) the quality of the business, 
and (3) the diversity of the business, just as the same 
factors, in perhaps slightly altered forms, underlie 
any commercial or industrial activities. 


With the facts that are made clear by a business 
analysis of the farm, as described in these pages, a 
farmer can find the weak points in his system of 
management and thus be enabled to make those im- 
provements which will produce the financial income 
needed for success. 
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BENEFITS OF AN ANALYSIS. 
aren BULLETIN furnishes outlines of a method for analyzing 


the farm business to determine the investment, receipts, ex- 
penses, and labor income. Its purpose is to help the farmer under- 
stand the financial side of his business. Farmers have sometimes 
been unjustly criticized for knowing little about the business side 
of their work. The fact is that they usually have the details suffi- 
ciently in mind, but they are not always able to summarize and 
bring them together into a concrete statement. 

In the work of the Office of Farm Management several thousand 
farms have been studied by this method, the object being to analyze 
their operations from a business standpoint and thereby learn some 
of the most important reasons for their success or failure. Experience 
shows that it is not possible to distinguish profitable farms by casual 
observation. Where a farmer is operating a large business, even a low 
rate of interest without any wages for himself would bring in sufficient 
funds to give a prosperous appearance to the farm. But a farm can 
not properly be called successful unless it pays a fair rate of interest 
on the investment, returns fair wages for the farmer’s labor, and main- 
tains at the same time the fertility of the soil. A better realization 
of the fact that the farm is a complex business, subject to certain 
economic laws, is one of the greatest benefits to be derived from such 
a study as is outlined in this bulletin. 

Farmers already know that the gain from a big business should be 
more than from a small one, that good cows are more profitable than 
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poor ones, and that good crops are more desirable than those which 
do not pay for harvesting. The real difficulty is that the farmer has 
had no convenient way of measuring just how good or how poor his 
business really was, i. e., he has had no way of measuring its efficiency. 
With the facts that are made available by such an analysis as is here 
provided, he can more readily find the strong and the weak points in 
his system of management and thus make improvements with some 
confidence in the results. 

The method of farm analysis given in this bulletin is that which 
has been used in the Office of Farm Management for a number of 
years in the study of the business of farming. Many of the items to 
be recorded may appear to be rough estimates, but those who under- 
take studies of this kind on a large scale will be surprised to find how 
intimately most farmers know the details of their business when it 
is analyzed into the elements that correspond to the terms in which 
the farmer thinks when studying his business. A farmer may not 
know offhand what his total farm income is, but he does know with 
considerable accuracy the facts necessary to determine this income. 
It is important also to remember that the final result of the analysis 
of a farm business is determined mainly by a few large items which 
the farmer does know quite accurately. Variations in the numerous 
small items are as likely to be above as below the correct values and 
hence tend to balance each other. A variation of a few dollars in the 
final result is not a matter of great importance and would not seri- 
ously affect the conclusions to be dratvn as to the profitableness or 
unprofitableness of the farm business. 

The blanks used in this form of: analysis will not only be useful to 
farmers in analyzing their own business, but will be especially help- 
ful to teachers in agricultural high schools, as well as to county agents 
and other extension workers. Teachers can furnish their students with 
copies and have each obtain a record of his cwn home farm. These 
records can then be summarized and thus furnish valuable information, 
not only to the teacher, but to the student as well, concerning the profit- 
ableness of the prevailing local types of farming. Farm-bureau men 
can hold farmers’ meetings at which each farmer will be furnished 
with a copy of the blank to figure out his own labor income. Later 
meetings may be devoted to a discussion of the results. Work of 
this kind will reveal the true status of the local agriculture, and 
show the real problems confronting the farmers. The information 
these blanks will give when filled out properly should lead to a helpful 
discussion of many problems in farm management. The blanks can 
also be filled in by individual farmers and sent to the State agricul- 
tural college or to the United States Department of Agriculture for 
suggestions regarding possible improvements in their system of oper- 
ation. Since more than one-third of the farms in this country are 









& = o-@26.4. wee 





A METHOD OF ANALYZING THE FARM BUSINESS. 5 


operated by tenants, the blanks have been designed for use in ana- 
lyzing the business of a farm operated by either the owner or a tenant. 


FARM ACCOUNTS. 


In making a record of the farm business, the need of some accounts 
will be evident if the labor income is to be determined accurately. 
Studies covering a large number of farms show that farmers keep 
many of the more important records. Some men will need accounts 
on the amount expended for labor, others on the amount paid for 
feed, and others on the amount of crops marketed or eggs sold. 
A memorandum of such items will prove especially valuable when 
summarizing the year’s business. The problem of farm accounting 
is not a question of a particular kind of form or blank, but of knowing 
what accounts to keep and what use to make of them. This method 
of farm analysis will suggest such accounts as are needed 


METHOD OF FARM ANALYSIS. 


The blank forms outlined on pages 19 to 28 have been prepared for 
use in determining the net income from the farm business. It is 
evident that the wide variation in the kinds of farming carried on in 
different parts of the country renders it impossible to devise a singla 
set of blanks that will meet all conditions. The forms must therefore 


be general. For certain types of farming it will be necessary to 
insert items not printed in the blank forms. 


FARM YEAR. 


The period covered by such a record as is outlined in this bulletin 
is known as the farm year (blank form, p. 19). The date when this 
year begins varies from March 1 or April 1 in the Northern States to 
January 1 in the Southern States, and even to October 1 in some of 
the Western States. It corresponds to the date on which tenants will 
ordinarily change farms. 


FARM TENURE. 


For the purpose of this study a farm is understood to be ail the 
land operated as one unit. It may consist of both owned and rented 
land, if all this area is operated by one set of machinery, horses, 
workmen, etc. In the case of a man owning two farms operated 
independently, each should be considered as a separate farm. As 
the blanks are designed for both tenant and owner farms, there are 
two columns under most headings. The operator is the person who 
lives on the farm and actually works it. Thus, if the owner works 
the farm he is the operator; but if the farm is rented the owner is the 
landlord and the tenant is the operator. A man owning one farm 
and renting additional land, all of which is operated as one farm, is 
classed as an owner operator. 
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FARMERS’ 
FARM AREA. 


The item “Total acres operated’ (blank form, p. 19), includes all 
the land operated as one farm; and the number of acres that are 
owned, share-rented, or cash-rented should be shown under the proper 
headings. The total area operated is separated into five divisions, 
namely, (1) acres in crops; (2) acres in tillable pasture; (3) acres in 
untillable pasture; (4) acres in woods; and (5) acres in roads, build- 
ing lots, etc. Where more than one crop is grown on the land during 
the year the acreage this crop used should be counted once only in 
arriving at the acres in crops. 


CROP RECORD. 


The blank form for the crop record is shown on pages 20 and 21. Cer- 
tain crops which are not listed will be grown in many parts of the coun- 
try. These can easily be written in, using the blank spaces or the places 
of the names of crops not grown in the locality. Thesum of the acres 
in the several crops should equal the ‘‘ Acres in crops’”’ shown on page 
19. If asecond crop is grown on a field during the year it is well 
to inclose its area in a circle, to save confusion when adding up the 
area in crops. Under sales all amounts sold from the farm or 
held for sale should be entered. Crops fed to live stock on the farm 
would not be counted as a sale. Crops on hand from the previous 
year which are held for sale need not be considered, as they do not 
belong to this year’s business, but crops on hand from the previous 
year held for feed must be considered under ‘‘Feed and supplies” 
(p. 26). 

On tenant farms, the tenant’s crop sales and crops held by him for 
sale are listed under the heading ‘‘Operator’s sales,’’ while the land- 
lord’s crop sales, including the crops held by him for sale, are 
placed under the heading ‘‘Landlord’s sales.”” Where the landlord 
transfers his share of the crops to be fed on another farm, the 


‘valiia of these should be credited as a sale on the account of 


the farm from which they are removed. Where men own and operate 


their farms and rent additional land, the sales from the crops on / 


their own farms and their share of those on the rented land come 
under the heading ‘‘Operator’s sales.” The ‘‘Landlord’s sales” 
columns should not be used except on share-rented farms and then 
only when the landlord’s income is desired. 





LIVE-STOCK RECORD. 


This needs very careful attention. It includes a record of the number 
and value of all live stock on hand at the beginning and at the end of 
the year, all sales and purchases made during the year, and the num- 
ber that died during the year. There will be a variation according 
to the number bought, sold, or raised. The number on hand at the 


























The blank form for the live-stock record is shown on pages 22 and 23. 
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beginning of the year, plus the number purchased and the number 
raised, must equal the number on hand at the end of the year, plus 
the number sold and the number that have died. It often happens 
that the number of dairy cows is increased the second year by the 
addition of heifers which were counted as yearlings in the first 
inventory. In the same way spring calves which might not appear 
at all in the first inventory would be counted as yearlings at the end 
of the year. Again, the calves born and sold during the year will not 
appear in either inventory, but they will appear in the sales. This 
holds equally true for all the classes of live stock. In estimating the 
value of live stock, market values at the time should be used. On 
all farms except where the landlord owns a share of the live stock, the 
record is made under the heading ‘‘Operator’s stock.” 


LIVE-STOCK SUMMARY. 


The space under the heading ‘‘Live-stock summary” (p. 24) is for 
a concise ‘statement of the live-stock enterprise. Add the total of the 
receipts from stock products, sales of live stock, and the inventory 
value of the live stock at the end of the year. From this sum subtract 
the amount paid for purchases plus the inventory value at the begin- 
ning of the year. The result will give the ‘‘Net increase” for the 
live-stock part of the farm business. 


RECEIPTS. 


Stock products.—The receipts from live-stock products, such as milk, 
butter, eggs, and wool, should be entered in the spaces of the first form 
on page 24. These include the value of all products sold from the 
farm. They do not include the value of milk, eggs, butter, or meat 
used in the farm home. If eggs or other products are exchanged for 
supplies, their value should be counted as a sale. 

Miscellaneous sources.—Under ‘‘Receipts, miscellaneous sources” 
(p. 24), such items as money received for teaming, machine work for 
neighbors, and the like are placed. If there is a tenant house on the 
farm which is rented to some person not connected with the farm, the 
rent from this should be considered a receipt, provided the value of 
this house is counted as a part of the farm real-estate value. Where 
a large quantity of lumber is sold during any one year, credit 
should be allowed for only the amount which would normally be sold 


each year. 
CURRENT EXPENSES. 


The items of farm expense will vary widely, according to the kind 
of farming followed and the region. The list of items given on page 
25 may not be complete for all farms, and important items should be 
written in if they are not listed. The third item, relating to board 
of both regular and extra help, includes the expense for its preparation 
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and that part of the board purchased, i. e., no expense for the part 
of the board that the farm furnishes should be charged against the 
farm. If such a charge is made, it is necessary to credit the farm 
with those products used in the farm living. This method would 
mean extra work and considerable estimating; hence, it is not believed 
desirable, particularly as the labor income will be the same in either 
case. The cost of preparation and the proportion of the board 
ordinarily purchased in the form of groceries, meats, etc., varies from 
one-third to two-thirds of the total value of the board. The value of 
unpaid family labor is counted as part of the farm expenses, the same 
as is hired labor. This refers to farm work only and not to household 
labor. The value of the operator’s or farmer’s own labor should not 
be included. (See form on page 25 for thisitem.) The board charge- 
able for family labor is figured on the same basis as for hired labor. 
Labor expended in the construction of new buildings, tile drains, 
or other permanent improvements should be included with the 
expense for materials under the items ‘‘ New buildings,” ‘‘Tile drains,” 
etc. (p. 25), and should not be listed under the labor items at the top 
of the preceding form. The item of depreciation on fences is in- 
cluded in ‘‘Repair of fences’”’ under ‘Current expenses” (p. 25). 


DEPRECIATION OF EQUIPMENT AND BUILDINGS. 


In addition to the current farm expenses there are certain other 
items, such as depreciation, which may be called fixed charges. These 
occur on all farms to a greater or less extent. Buildings may be 
constructed so that they will last for 100 years, or they may have 
to be rebuilt every 25 or 30 years. The life of machinery depends 
on the care given and the extent to which it is used. Although 
there is no appreciable expense each year, these buildings and 
machines eventually have to be réplaced. It is proper that a pro- 
portionate share of this replacement cost should be charged against 
the farm each year; otherwise, whenever a new barn or dwelling is 
built the entire cost of this building would have to be charged against 
the business for that particular year. Depreciation charges, there- 
fore, are merely a method of uniformly distributing these costs over 
the period of years that they are in use. 

The annual depreciation on buildings will vary from less than 1 
per cent on very substantial stone or brick buildings to as high as 3 
or 4 per cent on frame buildings. The rate of depreciation on 
machinery will vary from 5 to 20 per cent, depending on the imple- 
ment and the way it is used. Probably from 7 to 12 per cent a year 
would. be approximately correct for most farms. The amount of 
depreciation that should be charged each year as an expense (p. 25) 
is left to the judgment of the farmer. No set rules can be given, as 
no two farms are exactly alike in this respect. 
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PERMANENT IMPROVEMENTS AND NEW EQUIPMENT. 


The spaces under the heading ‘Improvements and new equip- 
ment”’ are for enumerating the cost of new buildings, fences, tile 
drains, and machinery. In computing the farmer’s income it is not 
necessary to take expenditures for permanent improvements into 
account, because if they are included at all they appear both in the 
expense items and in the inventory items showing an increase and 
the entries cancel each other in the final calculations. The record 
of such improvements may therefore be treated as a memorandum 
for future reference, but it is not to be used in calculating the year’s 


profits or losses. 
LIST OF MACHINERY. 


The blank form on page 26 is designed to cover all farm imple- 
ments. The value stated for each machine should be a fair price 
for it, according to its condition at the beginning of the farm year. 
This price should not represent what it might sell for, but its value 
compared with a new machine. New implements purchased during 
the season should be listed under ‘‘ Improvements and new equip- 
ment,” (p. 25) and not under “Current expenses.’’ As the list of 
machinery is general, there will be some items of equipment on cer- 
tain farms which are not given in this enumeration. These should 
be inserted at convenient places. 


FEED AND SUPPLIES. 


The quantity of feed and supplies on hand at the beginning and 
at the end of the year is important, as any increase or decrease in 
this represents a gain or loss (p. 26). This quantity will vary accord- 
ing to the time the farm year begins. Thus, if it begins on April 1, 
ordinarily only enough roughage or grain will be on hand to last until 
the new crops are harvested. As previously stated, grains or hay 
held for sale are not included with those held for feeding purposes. 
The reasons for accounting for these items of feed and supplies are 
that they form a part of the farm investment, and also represent 
an increased or decreased item of income in the year’s business. 


FARM CAPITAL. 


Farm capital, or farm investment, includes the total value of all 
land, buildings, live stock, tools, machinery, feed, supplies, and 
cash to run the business. The several steps to be observed in using 
the form shown on page 27 are given below: 

Real estate.—Under real estate is included the value of the land, 
buildings, fences, and water supply. Normal farm values should be 
used and not high speculative prices or assessed valuations. Using 
values that are too high or too low causes results which may look well 
on paper, but which are of no use to the owner. If the farm is mort- 
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gaged, no account of this should be taken, as the total farm invest- 
ment is wanted and not how much of it is actually owned. 

Live stock.—For the item of live stock, the total inventory value of 
live stock at the beginning of the year should be transferred from 
page 24. 

Machinery.—The value of the farm machinery for the beginning of 
the year is brought forward from the total on page 26. 

Feed and supplies.—For the item of feed and supplies the total for 
the beginning of the year should be transferred from page 26. 

Cash.—The item of cash to run the farm varies widely on different 
farms. It should represent the average amount of money the farmer 
has on hand at all times during the year for the purpose of paying cur- 
rent expenses; in other words, the average of his checking account 
above that used for personal and household expenses. On a dairy 
farm this amount would be about equal to the milk or cream check. 
On a tobacco or cotton farm, where there is only one crop and no 
money coming in except at one time, it would mean a sum nearly 
equal to the entire year’s running expenses. The amount of cash 
necessary to run the business will range from $25 to $100 on most 
farms. 

The final step is to add together these five items, in order to obtain 
the total of the farm investment. 

FARM SUMMARY. 


The blank form on page 27 is for a summary of the farm business, 
The items for this summary are taken from the totals in the pre- 
ceding forms, as follows: o 

Capital.—The total farm capital, from the form immediately pre- 
ceding, is the first item. This is the farm investment on which interest 
should be charged. 

Receipts.—Under receipts, enter these totals: Crop sales, from 
page 21; live stock net increase, from page 24; receipts, miscellaneous 
sources, from page 24; and the increase, if there is any, in feed and 
supplies, from page 26. The sum of these four groups represents the 
total of the farm receipts. 

Expenses.—Under expenses, enter these totals: Current expenses, 
from page 25; depreciation, from page 25; and decrease in feed and 
supplies, if any, as noted on page 26. The sum of these three groups 
represents the total farm expenses. 

Farm income.—Subtract the total expenses from the total receipts. 
This will give the net farm income, which is the money received for 
the use of the capital and pay for the operator’s labor. But capital 
has an earning power which at least equals the current rate of interest 
on well-secured farm loans. Interest at this rate should be deducted. 

Labor income.—Subtracting the amount of this interest from the 
farm income gives the farmer’s labor income. 
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The labor income represents the amount of money the farmer has 
left after paying all business expenses of the farm and deducting 
interest on the money invested in the farm business. In addition to 
the labor income the farmer has the use of the farmhouse and the 
products that are furnished by the farm toward his living, such as 
fruit, garden vegetables, dairy products, and fuel. In other words, 
the labor income is comparable with a hired man’s wages when the 
hired man gets a house and garden and some farm products. 

The difference between receipts and expenses, or farm income, will 
not necessarily correspond to the money on hand or in the bank, as 
personal and living expenses have to be paid out of this amount. 
Furthermore, in the case of farmers having mortgages or other debts, 
the interest on these, as well as any principal paid, must come out 
of the farm income. Therefore, the record of the farm business may 
show a fairly large difference between the receipts and expenses, 
and yet the farmer may not have any money to show for it at the end 
of the year, owing to the fact that the funds have been spent for living 
or for personal uses or have been put into other investments, such as 
insurance and paying off the mortgage. The object of this record is 
to analyze the farm business; that is, to ascertain how much the 
farmer makes, not to determine how much he actually saves. Having 


learned what the farm is returning, the responsibility rests with the 
farmer as to how much he spends personally or uses in other ways. 


COMPARISON OF THE FARMER’S LABOR INCOME WITH THE SALARIES OF CITY MEN. 


The farmer’s labor income can not be compared with the salary 
that the city man receives. In the first place, the farmer’s business 
and home are very closely associated. There is a large proportion 
of his living for which the farmer does not have to pay cash. The 
value of house rent and the products contributed by the farm, such 
as garden vegetables, milk, etc., are important items for which the 
city man must pay out a large proportion of his income. Moreover, 
the farmer is not a mere laborer. He has money invested, and he is 
entitled to interest on his investment as well as pay for directing a 
business; whereas the city man who works for a salary places his 
funds in a residence or some other form of investment not associated 
with his work. The salaries city men receive look very large to the 
farmer, while the labor income that the farmer receives looks small 
to the city man when all these other factors are not given proper 
consideration. It may seem strange that a farmer with a small or 
even a minus labor income may still live comfortably. Even 2 or 3 
per cent on his investment, if the latter is sufficiently large, may 
represent a good living, particularly if the farmer is free from debt. 
On the other hand, if the farm income—that is, the difference between 
receipts and expenses—is a minus quantity, then the farmer must 
soon have other means of support. 
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MEASURES OF FARM EFFICIENCY. 





There are certain factors on which the success of a farm business 
usually depends. From these it is usually possible to determine not 
only the good points in a system of farming, but also its deficiencies. 
The Jatter being known, the method of improving the system becomes 
evident. 

On a great majority of farms, success is primarily dependent on 
three important factors. These are (1) the size of the farm business; 
(2) the yields of the crops and the returns per animal, representing 
the quality of the farm business; and (3) the diversity of the business. 
Of course many other things have their influence, but the farmer 
whose business is efficient in these three respects is generally success- 
ful. Those farms that are excellent in none of these respects almost 
universally fail. Those deficient in one or two may succeed, but 
their chances of success are greatly lessened. 















SIZE OF THE FARM BUSINESS. 





There are three ways of measuring the size of the farm business: 
(1) The amount of capital invested, particularly working capital; 
(2) the area in crops; (3) the number of day’s labor required in the 
operation of the farm. The last measure is best, especially in com- 
paring different types of farming. Forty acres of truck and general 
crops may, under suitable conditions, equal a 200-acre farm devoted 
to grain and hay, both as to labor required and income received. 
There is reason to believe that more farmers have meager incomes 
because of the smallness of the business conducted than from any 
other cause. So many deceive themselves into thinking that their 
farms keep them busy the entire year, when, as a matter of fact, the 
actual results accomplished represent less than a half year’s work. 
An acre of hay normally requires 10 hours of man labor, or approxi- 
mately one day’s work for each cutting; an acre of wheat, 20 hours; 
an acre of potatoes, 80 to 110 hours; caring for and feeding a dairy 
cow, about 150 hours per year. Only about 250 to 275 days are 
actually available for productive work. Much time is lost in odds 
and ends about the farm which take time but really count for little. 
A farmer may keep busy the whole year, but if he has accomplished 
during that time only such work as should normally be done in 200 
days his wages will be in proportion. Farming, just as any other 
business, will not pay for inefficient labor. Work that creates some- 
thing of value is what counts on the farm. 


























WAYS OF INCREASING THE SIZE OF THE FARM BUSINESS. 


There are several ways of increasing the size of the farm business: 
(1) The buying or renting of more land. A man who owns a small 
area can often rent additional land which adjoins his farm. This 
practice is followed by many farmers, especially in the Central States. 
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It permits the use of a larger area with comparatively little additional 
capital. More land gives more work and permits a better utilization 
of labor and equipment. 

(2) The growing of crops requiring more labor; that is, following a 
more intensive form of farming. A hundred acres devoted to corn, 
oats, wheat, etc., which would not be sufficient to keep two men busy, 
can easily be increased to a full 2-man farm by the addition of a few 
acres of such crops as beets, potatoes, or fruit. The profitable 
production of these crops will depend on whether there is a market 
forthem. A great many persons have made the mistake of buying a 
small area, with the idea of following an intensive type of agriculture 
in localities where there is no market for the products of such farming. 
The fact that land is adapted to truck crops is not sufficient justifi- 
cation for attempting to grow them. There must be the possibility 
of disposing of the products at remunerative prices. 

(3) The putting of more labor on the same crops, as well as taking 
better care of the live stock. But it is easily possible to overdo the 
matter in this respect. In applying labor to any enterprise a point 
is reached beyond which it will not pay to go. 

(4) The addition of more live stock, even beyond the point where 
the farm itself will support them. This necessitates the purchase of 
feed and is a practice followed by a large number of dairy farmers in 
some of the Eastern States, where the nature of the land is such as 
to prohibit the raising of grain as cheaply as it can be bought. In 
using this method of increasing the size of the farm business only loss 
will result unless the additional animals are of high-producing quality. 
This is the one way open to many farmers whose business would 
otherwise be too small to give them a good living. The success of 
many farms is in large measure dependent upon the number of cows 
or live stock that can be kept. 

(5) The doing of outside work, such as teaming or working at 
lumbering during the winter. In many farming se a there is no 
opportunity for this source of income. 

No one realizes better than the farmer that as a rule no phenomenal 
profits can be expected, and persons going into farming as a business 
must remember this fact. Agriculture is a good life work; it will 
pay living wages and moderate returns on an investment, provided 
both capital and labor are wisely expended. Success is most difficult 
to attain, however, unless the farm business is large enough to permit 
the efficient use of both capital and labor. 


EFFICIENCY OF LABOR. 


Owing to the exceedingly diverse nature of farm operations there 
is abundant opportunity for inefficiency to enter into their perform- 
ance. In a factory with modern machinery a man is expected to 
do a certain amount of work. He is aided in doing this by standard 
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machinery, which in many instances sets the pace for him. On the 
farm it is different; there are but few standards of farm labor, few 
measures of how much work a man should do in a day. Generally 
the worker must be his own boss and must set his own pace. He 
must also work under most adverse weather conditions at certain 
times. It is perfectly evident that innumerable factors will influence 
the time required for most operations. They can not be standard- 
ized as work is in a factory. Some men are naturally slow and take 
twice as much time as others to do certain kinds of farm work. 
There has been considerable investigation of this subject, but not 
enough to give reliable standards of farm labor for all conditions, 
Table I gives approximate standards for average conditions for cer- 
tain classes of work. These, or such modifications of them as local 
experience may render advisable, may be used in working out the 
approximate amount of both man and horse labor required to operate 
a given farm. 

















TaBLE I.—Approximate work units needed for the production of crops and in caring for 
live stock, etc., a work unit being a 10-hour day of man or horse labor. 











Work units 
(10-hour days). 
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ES rae, Uri oth cact sc sscntueee tes teeta teins siosnatocca esa eaasaciant 8 to12 10 
ER lean, oat coke epee aecthe pda «Chae eebesaninctnevacnss avbewunabeeds 8to12| 4to 6 
CIE. ccccnoenuuccsacpuadcasin set aacwenes tal Kaned etches ernccecsase ‘i 16 10 
ea Melons. ..... es 3 “ 4 2 
Cabbage... os <e 13 12 
eer ree 3 1 
‘ Sorghum sown broadcast, cut for hay ae 4 4 
NRE RS Mis SoReal Cems t eVami nin d submis s Aon addons odes smitten a Mekpannceae 20 7 
ee ana toca n ge ucecedig aver adele ce iweraant wo necetaameaee 5 5 
aac ita hd dade eeeide ose Wagninne sen $s0escdehesesees teense eecesue 15 5 
Caring or live stock ( year): 
INNO oo saps einle  cansscslodsds Rone da ~ 35045 souaiaasepadacksvens 8 i 
TINE EIEMNIN  o .50 Si cig'c dare cacesevsupe~tewssuetces osasies accor easaawen 12 
RIN Sl 2a 8S oe cag cyumh sce mae edb ones bet <bagainnsioes pe scseonipeen 15to20| 1lto 2 
Young stock, cattle, colts, etc...........-.-.--- a 
Ten hogs, corn-belt States..............-.-- os 2 
Ten hogs, Eastern States. ................-- 2 
Ten brood sows and raising pigs to weaning 5 
EE crcticdecancteancsek Veetenccess aces : 





IT Sino 5 oes ech bol Suess ook Nd gabe see dSesneseaWemeseen 








1 Does not include contract labor. 





RECEIPTS FROM LIVE STOCK. 


The importance of having efficient live stock is well understood. 
By efficient animals is meant those that will more than pay for the 
cost of keeping. On the majority of farms, except in the Souther 
and certain of the Western States, more of the crops are fed to live 
stock than are sold direct. In fact, on many farms none of the feed- 
able crops are sold, The animals are then the market, and the price 
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they return for these crops is measured by their efficiency. The 
best of corn crops and hay count for little when sold to animals that 
return much below market prices for them. 


DIVERSITY OF FARM ENTERPRISES. 


In most cases where studies on the profits in farming have been 
made, particularly in our oldest agricultural districts, such studies 
indicate that the most successful farms are those which have from 
two to four major sources of income; i. e., they have a well-balanced 
and diversified business. In certain instances it may pay better to 
have only one enterprise, but usually when one crop pays much 
better than all others the production of it increases rapidly and 
soon the price falls to the point where other crops or products are 
equally as profitable. Diversified farming is often confused with 
farming where there is a little of everything and not much of any- 
thing. Either extreme lessens the chances of success. When the 
price of certain crops is very low then live stock usually becomes 
desirable. However, if the returns per animal are poor, cash crops 
even at a low price are essential. A well-balanced business insures 
against losses and provides a much better utilization of the labor and 
equipment. 








BLANKS FOR USE IN ANALYZING THE FARM 
BUSINESS AND DETERMINING THE 


FARM INCOME. 


149454°—19—Bull. 661——2 








Farm AREA. 


Operator 
Landlord 


Total acres operated 


Acres in waste land, roads, building lots, etc 
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Receipts From Stock Propvucts. 








Landlord. 
Butter 
Creamery milk 
Market milk 





Live-Stock SuMMARY. 


Operator. Landlord. 


Stock products 
Stock sold 
Value of live stock at end of year 


Live stock purchased 
Value of live stock at beginning 





Receipts, MIscELLANEOUS SOURCES. 





Amount. Operator. Landlord. 





ROR  OURURO RS 55 os alow ain ssw QUE slp 0: Sea's loin | ice sia ee Oat de Aerts ee 
Sirup and sugar , 
Lumber, posts, etc 
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CuRRENT EXPENSES. 





Regular hired labor 

Extra hired labor 

Board hired labor 

PSM GAD Oso vscexe ss stUse 
Board of family labor 

Repair of machinery 

Repair of house 

Repair of buildings 

Repair of fences 

Feed: Hay, silage, etc 

Feed: Grain and concentrates 
Feed grinding 

Silo filling and corn shredding 
Milk hauling 

Plorsechoeing, «/suiGse 9). Bosal. - 
Breeding fees). ui /siee 221 eeS... 
Veterinary 

Seed; plants, trees........222022U... 
Fertilizer, manure, lime 

Ppray materiales -.cos0s 3.262.553 


Bogs, bdtrels, crates. ..2.......:..- 
COO INNING. 2 <<< ise. o00.0,0015'<2- 
Insurance 

Taxes on farm property 

Water tax 

Cash rent 











Dwelling, .. per cent of value. .... | eiurarase baa Pore 


| 
Other buildings, . . per cent of value! 
Machinery, .. per cent of value 


IMPROVEMENTS AND NEw EQUIPMENT. 


of tenant house............... 


Value of dwelling ...... 
Of other buildings .......... 


Landlord. 


Operator. 


Motel buildings; 6... ke: 


Mew buildineg. oo. ow decd. o ee 


Estimated value of farmer’s own labor. . . 


Tile drains. . 





Wew machinery...) -u-.d:-% acs ec 
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List or MACHINERY. 


Value at Value at 
be; iz i beginni 
oO 


of year. 





Ensilage cutter......|......--.... 
Corn sheller 


FEED AND Supptiigs.! 


Beginning of farm year. End of farm year. 


Value. Amount. Price. 


Feed and supplies: Decrease Increase 


1 In case the landlord owns a share of the feed and supplies, make the proper division when transferring 
to the summary. If the total value of the feed and — ies on hand at the end of the year is greater than 
at the beginning, the difference is an increase; if less, a decrease. 
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CAPITAL. 
Beginning of farm year. 


Operator. Landlord. 


Real eutate (p. 9) .3. 6. .cccccsacccceccess|ocaseocscaedeuwsuaneteh aeatetesan fia 


Landlord. 


Total. 


Receipts from: 
Page 19, Crop sales 


Page 22, Livestock, net increase.|.......... 
Page 22, Miscellaneous 


Page 24, Increase feed and sup- 
plies. 


Total receipts 
Expenses: 
Page: 23, Current. -..66ccccecssslescasescat 


Page 23, Depreciation 
Page 24, Decrease in feed 


Total expenses 


Farm income 


Per cent re- 
ceived on 
invest- 
ment .... 


Farmer’s labor income 


1 Use current rate of interest on well-secured farm loans. 
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Some Tests or Farm EFricrEency. 

Number of crop acres per work horse 
Number of months of man labor, including operator’s 
Number of man-labor years ! 
Number of crop acres per man ? 
Percentage of total investment in real estate. ............-----++------ 
Investment in buildings per crop acre 
Number of animal units * 
Investment in barns per animal unit 
Number of productive man-work units 4 
Number of productive man-work units per man 
Man-labor cost per productive work unit ® 
Net receipts per animal unit ® 
Value of feed consumed per animal unit 7 
Milk receipts per cow 

1 Divide number of months of man labor by 12. This gives the number of man-labor years. 

2 Divide number of crop acres by number of man-labor years. 

3 In figuring the amount of live stock on the farm, it is necessary to have some basis for comparing the 
different kinds of animals. One horse, cow, or steer is equivalent to one animal unit; two head of young 


stock (of the above kinds) are counted as one animal unit; 7 sheep, 14 lambs, 5 hogs, 10 pigs, or 100 chickens 
are each counted as one animal unit. 

4 In order to have a basis for computing the time required for different farm operations, a normal day’s 
labor of 10 hours is considered a work unit. See page 12 for table giving list of work units. 

6 Find the cost of all farm labor, including value of operator’s, and divide by the number of man-work 
units. 

6 Divide the net increase under live-stock summary (p. 22) by the number of animal units, not incl *ing 
work horses. 

7 Find the total at farm prices of the value of all crops fed, plus a charge for pasture, plus amount of 
feed bought, and plus or minus the difference in the feed inventory, and divide by the number of animal 


units. 
O 








